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BEFORE THE
I LLINO S COMVERCE COW SSI ON

IN THE MATTER CF:

FRONTI ER COMVUNI CATI ONS OF
AVERI CA, | NC.

No. 00 - 0505
Application for a Certificate
of Authority to Operate

as a Facilities-Based

and Resold Carrier of

Local and Long Di stance

Tel ecomruni cati ons Servi ces
Statewide in the State of
I'l1inois.
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Chicago, Illinois
August 22, 2000

Met pursuant to notice at 9:00 a.m

BEFORE:

MR. JOHN RILEY, Adm nistrative Law Judge.
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JUDGE RILEY: Pursuant to the direction of the
Il'linois Conmerce Conmi ssion, | now call Docket
00-0505. This is an application by Frontier
Conmuni cations of America, Incorporated, for a
certificate of authority to operate as a
facilities-based and resold carrier of |ocal and
| ong-di stance tel econmuni cati ons services statew de
in the state of Illinois.

I s ny understanding correct, then, that
the -- that Frontier does not have -- necessarily
have a counsel in this case?

MR NGHAN: Yes. This is Mchael N ghan, | wll
be introducing the material for Frontier and we're
not represented by counsel.

JUDGE RILEY: kay. And, Staff, you're on the
l'ine also.

MR KOCH  Yes.
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called as a witness herein,

SWOr n,

Q

(Wtness sworn.)

M CHAEL NI GHAN,

havi ng been first duly

was exam ned and testified as foll ows:

EXAM NATI ON

BY

JUDCE RI LEY:

Al right. Dd you file prefiled testinony

inthis matter?

A

Yes, | did. 1'd |like to make one correction

to that first.

Q

Let nme get to that. Let me ask the

questions here.

A

Actual ly, the corrections are in the

application, not the prefiled testinony.

Q

Referring to the application, what was the

correction that you wanted to make?

A

Q
A

headquarters in Atlanta, GCeorgia.

typo.

On Question No. 11.

Ckay.

We stated in the third line: National

The headquarters are in Rochester,

That's a bit of a

New Yor k.
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Q And is that where the books and records will
be kept ?

A Correct. And that's the only correction for
the application.

Q Al right. Then | will anend the
application to reflect that the answer to
Question 11 is that the applicant maintains its

books and records at its principal place of

business -- is that the national headquarters?
A Correct.
Q In Rochester, New York.

And now with regard to your testinony,
you had stated that you did cause pr efiled testinony
to be filed in this matter?

A Yes.

Q And do you have a copy of that testinony
before you?

A Yes, | do. And I'd ask that it be adopted
into the record as --

Q Let nme ask the questions.

A Al right.

Q Was this testinony prepared by you or at
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your direction?

A Yes, it was.

Q And as you read it today, are there any
changes, alterations or anendnents to that

testi nmony?

A No, there are not.

Q Then | amgoing to mark this -- with your
acqui escence, |I'mgoing to mark your testinony as
Applicant's Exhibit 1. A though, I'lIl hold off on

that. Actually, Frontier has filed three copies of
not only the -- your testinony but the financial
data, the application itself.

VWhat 1'mgoing to do is mark your
testinmony as Applicant's Exhibit 1 and, Staff, do
you have any objection to that testinony being
admtted into evidence?

MR KOCH:  No.
M5. JACKSON:  No.
JUDGE RILEY: Then the testinony of M. N ghan is

so adm tted
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(Wher eupon, Applicant's Exhibit

No. 1 was narked for

identification and admtted

into evidence as of this date.)
BY JUDGE RI LEY:

Q Let me just ask a couple of questions of ny
own here

M. N ghan, is this a Del anware
cor poration?

A Yes, it is.

Q And we've been over this, it is a -- books
and records are to be kept in Rochester, New York?

A That's correct.

Q Is it my understanding that your technica
support will be handled by your underlying carrier
inthis matter?

A That's correct. Carriers, plural

Q Does Frontier have facilities of its own?

A Frontier Communi cations of America does not.

Q And does it plan to?

A No, it does not. Everything will be

contracted for or resold fromot her underlying
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facilities carriers.

Q And yet Frontier is still requesting that it
be granted a certificate for facilities-based
operations; is that correct?

A At some point in the future. | should have
been clearer on that. At sonme point in the future
we intend to progress fromlocal resale to
facilities-based |ocal.

Q So, facilities are contenplated, it's just
not known when at this point?

A Not at start -up, correct. Should have been
cl earer on that point.

Q On the application itself, it has Frontier
Conmuni cations of America, Incorporated. 1s that
the nane of the entity that is applying for t he
certificate?

A Correct.

Q And that is the nane of the entity that is
shown on the certificate of authority to transact
business in Illinois?

A Correct.

Q And t hat change has been reflected with the
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Del aware Secretary of State al so;

A

That's correct. The entity had a previous

nane but the name was changed a few nonths ago to

Fronti er Comrmuni cati ons of Aneri ca.

JUDCGE RI LEY:

you.

right at this present tinme.

is t hat correct?

Then it's all in order then. Thank

Staff, | don't have any nore questions

forward with the w tness?

M5. JACKSON:

Yes. This is C ndy Jackson. |

just have sone clarifying questions.

JUDCGE RI LEY:

Q

Pl ease proceed.

CROSS - EXAM NATI ON

BY

VB.

JACKSON

In your application, Question No. 3, you

stated that you wanted a wai ver of Part 7357

A

Q

Correct.

I's that waiver for your |ong-distance

aut hority?

A

| oca

For all

exchange.

| ong di stance and the conpetitive

Is Staff prepared to go

10
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Q Are you aware that Staff has not granted a
wai ver of 735 for any | ocal exchange carrier?

A I was not aware of that, no.

Q Only 1 XCs are eligible to receive the
wai ver .

A Al right.

Q So, do you want to anend your answer?

A Well, | guess the question is, does Staff
feel that it is not in a position to ever grant that
wai ver request?

Q Vll, let's say we've had over 200 cases and
it hasn't been granted.

A Al right. Then we will anmend the request
and then deal with that point later

Q So your waiver of Part 735 is for your |long -
di stance authority only?

A That's correct.

Q You' ve al so asked for a waiver of 735.180,
which is the directory provision

A Correct.

Q How do you intend to list your custoners in

a directory?

11
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A That will be handl ed through the incunbent
| ocal exchange carrier in the territory that we
woul d be providing alternative |ocal services in.
We woul d contract with the incunbent |ocal exchange
carrier to include that material in their directory.

Q Question No. 15 of the application asked how

you will bill for services.
WIl you bill on a nonthly basis?

A Correct.

Q WIl you issue a detailed billing statenent?

A Correct, yes. W wll be contracting for
billing functions with our current affiliated | ocal
exchange carriers in Illinois.

Q And your billing statenment will list all

servi ces, features, taxes and surcharges?

A Correct.

Q Question No. 16 of the application asked how
you propose to handle service billing and repair
conpl ai nts.

Can you briefly describe your conplaint
process.

A For -- let me check. For consuner

12
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conmplaints to us or for conplaints to t he I XC
Commi ssion? Let ne see.

Q For conplaints to your conpany.

A Conpl ai nts directed by the consuners.

Again, that will be contracted with the affiliated
i ncunbent | ocal exchange carrier, so their existing
procedures will cover any conplaints conmng in for
Frontier Conmuni cati ons of Ameri ca.

The Frontier Conmmuni cations of Anerica
i nvoi ce processed through the incunbent |oca
exchange carrier will include either a local or a
toll -free nunber for the consuner to call for any
inquiries. The then trained staff of the loca
exchange carrier will deal with those issues on our
behal f under contract.

Q And that staff, is that |ocal exchange
carrier will be able to negotiate, say, billing
statements or credits for your conpany?

A Correct.

Q Is there any tine where that |ocal exchange
conmpany's custoner service people would forward a

conplaint to you to handl e?

13
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A We woul d be contracting entirely the
custoner service functions to t he i ncunmbent | oca

exchange carrier

Q During this process, do you know if there's

an escal ati on procedure that the conplai nants can go

hi gher up if they don't like the information they
received fromthe custoner service representative?

A Yes, and it will be a mrror of their
exi sting procedures. W're basically building a
mrrored structure of what they already have in
place in Illinois.

Q And you ensure that they will notify the
custonmers that they have the right to contact the
Il'linois Commerce Conmission for additiona
assi st ance?

A Correct.

Q What will be the hours of the business
of fice?

A | can't tell you off the top of ny head.
Again, it will be identical to whatever hours the
i ncunbent | ocal exchange carrier has today.

Q Do you happen to know the 800 nunber that

ve

14
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the custoner will be calling?

A Today, the custoner is given a |ocal nunber
tocall. W wll supplenent that with an 800
nunber; but, again, in every case that we can
concei ve of, the consunmer will be calling a | ocal
phone nunber to reach the customer service unit for
the incunmbent | ocal exchange carrier.

But we will establish a nunber, again,
as a fallback but that nunmber has not yet been
est abl i shed.

Q Now turning to your testinony, Page 10.

A Al right.

Q Li nes 14 through 16, you say if the conpany
has a subscriber eligible for I TAC benefits, the
company will coordinate with the ILEC for the
provi si on of service?

A Correct.

Q Way woul d you not coordinate with | TAC?

A Because -- and we shoul d be clearer here, we
will coordinate -- we, of course, have applied --
filed with the application the applications for | TAC

and such but we will have contracted with the | ocal

15
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exchange carrier to handle this function as well on
our behal f.

Q Are you aware that the |ocal exchange
carrier does not contract for this for you and it's
your conpany's responsibility?

A It is our responsibility to provide -- it's
our understanding that our responsibility is to
provi de the service but that we can outsource that
provi si on.

Q If you outsource it, you will outsource it
to | TAC?

A Al right.

Q Ckay. Page 12 of your testinony, Line 22
and 23, again, you state that you will work wit h the
i ncunbents to inplenment the requirenents of UTAC
Are you aware that UTAC i s your conpany's
responsibility and not the ILEC s responsibility?

A Again, to the extent that there are existing
procedures whi ch preclude us using the incumbent
or -- let ne try this again.

There are existing rulings,

determ nations that preclude us f romusing the | ocal

16
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exchange carrier, we will directly coordinate, then
with UTAC.

Q So, you will --

M5. WGHTMAN: Can | go off the record with a
clarification question?

JUDGE RILEY: You can ask a question but 1'd just
as soon keep it on the record as |long as he's under
oath. What do you need clarified?

M5. WGHTMAN: My question is, when you say it
has to outsource back to I TAC -- and | understand
that |1 TAC actually adm nisters the program but if
they have to provide, say, TDD equipnment to one of
their end users, do they actually get the equi pment
fromITAC or do they get it fromtheir affiliated
carrier?

M5. JACKSON: They send the custoner to | TAC.
ITACis a not-for-profit corporation forned by al
LECs in the state of Illinois to provide this
servi ce.

M5. WGHTMAN:  And I TACwill actually provide the
equi prment ?

M5. JACKSON: Yes, they provide the equipnent.

17
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M5. WGHTMAN:  Ckay. Thank you.

JUDGE RILEY: Proceed, Staff.
BY M5, JACKSON:

Q So, you will agree that it is your conpany's
responsibility to inplenent UTAC s program and not
the I LEC s?

A Correct, we will directly coordinate that,
then, with the two organizations rather than through
our | ocal exchange carrier affiliates.

Q How many enpl oyees does the conpany have?

A Al'l enployees -- there are no direct
enpl oyees. Al functions will be handled -- all
nonmanagemnment -- seni or nanagenent functions wll be
handl ed t hrough -- under contract.

Q Under contract wth whonf?

A Agai n, the common | ocal exchange carrier.

Q Fronti er has no enpl oyees?

A Fronti er Conmunications of Anmerica has no
direct enpl oyees, correct.

M5. JACKSON: Ckay, thank you. That's all ny
questi ons.

JUDGE RILEY: Thank you. M . Koch, did you want

18
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to begi n now?

MR KOCH.  Yes.

CRCSS - EXAM NATI ON
BY
MR KCCH

Q M. N ghan, the financial statenents
submitted with this application are not of the
applicant; is that correct?

A That's correct. It's of the ultimte parent
company, G obal Crossing, Limted.

Q And you submitted their financial statenents
for what reason?

A They bear -- it is -- traditionally when we
apply for conpany certification in any state, we
provide the financials of the parent conpany because
the parent conpany takes full responsibility for
financial operation of its subsidiaries.

Q How soon could you submt to staff the nost
recent incone statenent and bal ance sheet for the
appl i cant, Frontier Comunications of Ameri ca?

A | believe by the 25th of this nonth; by this

com ng Friday.

19
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Q How about a chart of accounts? How soon

could you subnmit a chart of accounts?

A Sane.
Q Also, | had a question in regards to the use
of Frontier facilities inlllinois. |'maware of a

transaction at |east that's been proposed to have
these facilities purchased by anot her conpany. How
wi Il your conpany be able to operate after the
Frontier conpanies are sold to -- maybe |I should
reword that.

The Frontier conpany, the | ocal
exchange carriers in Illinois have planned to sel
their operations to another conpany. How will your
conmpany operate after those facilities have been
sold to the other conpany?

A The agreenment with the other conpany for the
purchase of our |ocal exchange properties in
Il1linois includes the purchase of Frontier
Communi cati ons of Anerica.

So, there would be no change at all
Everyt hi ng woul d sinply cease being Frontier and

conmence being -- assum ng everything was

20
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approved -- would commence bei ng under the nane of

t he new owner.

MR KOCH:

questi on.

| have no further questions.

Thank you for your patience for that

JUDGE RILEY: Unfortunately, | have quite a few

NOoWw.

Q

FURTHER EXAM NATI ON

BY

JUDCE RI LEY:

Who is the parent conpany of Frontier

Communi cati ons of Anerica?

A

The ultimate parent is d obal Crossing,

Li mted, which purchased Frontier Corporation on

Sept enber 26th, 1999.

Q

financi al

Is dobal Crossing going to guarantee the

Illinois?

A
Q
A

Agai n,

Yes.

And how will they do this?

In any manner desired by the Conmm ssion.

it has never been necessary in ever

for

performance of Frontier Conmunications in

21
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the parent conpany to ever actually be invol ved
directly in the finances of any of these
subsidiaries sinply because the subsidiaries for
obvi ous busi ness reasons are designed to be

sel f - supporti ng.

Q So, they have their own incone; their own

assets?

A Frontier Communi cations of America has been
in operation for eight years, | believe, in six
other states. |It's currently expanding into a

nunber of additional states; but it has been an
existing, thriving entity for a nunber of years.

Q If that was the case, then why wasn't
Frontier Communi cations' financial data submtted
instead of d obal Crossing' s?

A Because, again, that's corporate tradition
I guess, for lack of a better term that's how we've
al ways applied in all instances in all states for
ten years.

Q VWhat | want you to do is to nmake certain
that | receive a copy of the inconme statenent or

what ever financial data is submtted on behal f of

22
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Frontier Communi cations. Get that to ne al so.

A No probl em

Q I will mark that as Applicant's Late
Exhibit -- I"'msorry -- late-filed Exhibit No. 2.
And you can have that to ne by Friday?

A Correct.

Q What is this about the sale of Frontier

Communi cat i ons of America? | |lost the thread of
t hat .
A | guess I'lIl use the full nanme since

everything's public. G tizens Comrunications has
signed a definitive agreenent with @ obal Crossing
Limted, to purchase the corporation's incumnbent
| ocal exchange conpani es across the United States -
across 15 states. That, of course, would include
the, | believe, six |local exchange carriers in
Illinois. As part of that agreenment, CGtizens is
al so purchasing Frontier Communications of America.
So, in answer to M. Koch's question
the relationship of Frontier Conmunications of
America to the incunbent |ocal exchange carriers

will not change. It will sinply be a matter of

23
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assunmably stripping off the Frontier name and
pasting on the Ctizens nane at some point, assuning
all the transactions are approved.

Q So, Gtizens -- Frontier -- the applicant is
going to go frombeing a subsidiary of Qobal to a
subsidiary of Ctizens?

A Yes, at sone point, assuming that the
Conmi ssion approves the sale of the properties.

Q I"'mnot sure that that's a matter of
Conmi ssion jurisdiction.

What | want to know is is Frontier
going to cease to exist or will it continue to exist
only under another nane?

A It will becone a subsidiary of Citizens
Conmuni cations, at |east the Frontier tel ephone
properties. Now, | need to be clear. The Frontier
t el ephone properties are being carved out, if you
will, fromthe dobal Crossing famly of conpanies.

Q And is the name going to change to Frontier
Tel ephone Properties?

A I"mafraid | don't understand your question.

Q VWhat is going to be the nanme of Frontier

24
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Conmuni cations, |ncorporated, after the sale is
conpl et e?

A Vll, | nmean, there is no Frontier
Conmuni cations, |Incorporated. There are the
i ndi vidual incunbent |ocal exchange carriers in
Il1linois; and whether or not there's any desire or
any intention of changing those nanes, |'mnot privy
to that information.

And Frontier Conmunications of Anmerica,
again, if Gtizens elects to change that nane,
assumng that it's given authority in all the states
where they're required to obtain the conpany, |I'm
not privy to that information either.

Q Do you have any idea when this sale is going
to take pl ace?

A As soon as the 13 state commi ssions or any
of those that require approval have granted it,
tentatively scheduled for sonetinme in the first
quarter of 2001, again, depending on how the various
conm ssions treat the transaction

JUDGE RILEY: Staff, do you have anyt hing

further?

25
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MR KOCH  Not for the w tness, no.

JUDCGE RILEY: Do you have sonething further for
soneone el se?

MR KOCH |'msorry.

M5. WGHTMAN: | have just a question. You said
that the financials would be Late-Filed Exhibit 2

JUDGE RILEY: Right.

M5. WGHTMAN: | missed what Late-Filed Exhibit 1
was supposed to be.

JUDGE RILEY: It's not going to be Late-Filed
Exhibit 1. M. N ghan's testinony has been adnitted
as Applicant's Exhibit 1.

M. WGHTMAN:  Ckay. Very good.

BY JUDGE RI LEY:

Q Vell, just to nmake sure that |I'mclear
then, as of the present tinme, as of this hearing
date, it is Frontier Conmunications of America,

Incorporated, that is applying for a certificate of

authority in Illinois --
A That's correct.
Q -- to operate as a facilities-based and a

reseller of local and |ong-distance services?
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A Correct.
Q And it does have its own financial support,
its own inconme and its own assets; is that correct?
A Correct.
Q One last area that | wanted to cover
You said that it doesn't have any of
its own direct enployees?
A Correct.
Does it have any managers or officers?
Again, that's what | nentioned before. Wen
you get to a certain level, the officers tend to be
officers of all conpanies.
So that, for exanple, the CEO of our
North American operations, Joseph Clayton, is also
the CEO of Frontier Conmunications of America.
So, it does have --
Right. So they have shared officers once
you get to that level, correct.
Q Has the managerial backgrounds and --
A Yes, that's been provided.
Q Those resumes have been submitted; | know

|'ve seen them but these are the -- these would be

27
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the officers that would be directly involved with

this conpany?

A

Q

as you can --

Correct.

If you can get those exhibits to ne as fast

not the exhibits,

I|"msorry. The

financial data of Frontier Communications of Anerica
itself, get that to ne as soon as you can
JUDGE RILEY: If there is nothing further

I"mgoing to direct the court

matter heard and taken; and |

await the subm ssion of that

Is there anything further from Staff?

MR KOCH:  No, your Honor

M5. JACKSON:  No.

JUDGE RILEY: Al right.

much.

HEARD AND TAKEN.

t hen,

reporter to mark this

"I' have a -- 1"l

Late-Filed Exhibit 2.

Then,

thank you very
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CERTI FI CATE OF REPORTER

STATE OF ILLINO S )

)
COUNTY OF COXX )
CASE NO 00-0505

TI TLE: FRONTI ER COVMMUNI CATI ONS OF AMERI CA, | NC
I, Graida B. Bordabeheres, do hereby certify

that 1| ama court reporter contracted by SULLI VAN
REPORTI NG COVPANY, of Chicago, Illinois; that
reported in shorthand the evidence taken and the
proceedi ngs had in the hearing on the above -entitled
case on the 22nd day of August A.D. 2000; that the
foregoi ng 28 pages are a true and correct transcript
of ny shorthand notes so taken as aforesaid, and
contains all the proceedings directed by the
Conmi ssion or other person authorized by it to
conduct the said hearing to be stenographically
reported.

Dated at Chicago, Illinois, this 14th day

of Septenber A D. 2000.

REPORTER
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